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TO: Members of the Washington State Legislature 
FROM: Dr. Frank B. Brouillet 
RE: A Report on Controlling School Employee Health Care Costs 

In 1986 the legislature passed ESHB 2021, an act relating to managed health 
care. Among the provisions of this act, a number of state agencies were 
directed to work with the Office of financial Management in the study of 
health care cost containment policies. Section 12, Chapter 303, Laws of 1986 
directed the Superintendent of Public Instruction to complete a study for 
school employees. The following is therefore submitted as required. 

For additional copies of this report or further information, please contact: 

Judy Hartmann 

Administrative Assistant for Governmental Liaison 

Old Capitol Building, FG-11 

Olympia, WA 98504 

(206) 586-6906, SCAN 321-6906 



Qd Capitol Building. FG-11. Olympia.NJ^shington 9850«eu 



INTRODUCTION 

This report is submitted pursuant to Section 12, Chapter 303, Laws of 
1986, which states: 

Not later than January 1, 1988, the superintendent of 
public instruction shall report to the legislature on 
proposed methods of controlling school employee health 
care costs.... 

The report is confined to employer (i.e., school district) costs to provide 
health care coverage for approximately 80,000 individual employees in 
the state's 296 school districts. There are other school health costs 
which could be included in a review of health care costs, among which 
are the following: health instruction, the screening of all 760,000 students 
for up-to-date immunizations, scoliosis testing, instruction in physical 
education, nutrition related to the school food service program, and student 
health services (e.g., school nurses, counselors, physical therapists, 
etc.). Determining costs of these types of activities would be difficult. 
Since earlier efforts have concentrated on employee health care costs, 
this report is similarly targeted. 

Concern for containing health care costs dates back at least twenty years, 
but the issue of health care cost containment hit its stride within the 
last ten years. The 1969 Legislature created a state employees' insurance 
and health care advisory committee to study the provision of adequate 
health care with concern for the welfare of both the employees and the 
state. In the early 1980s, numerous publications and articles in journals, 
magazines and newspapers gave wide coverage to the topic. Two state reports 
provide good background information on this topic. The Final Report on 
the Six-Year State Health Care Purchasing Plan was prepared i n December 
1984 by the Governor's Steering Committee on the Six- Year Health Care 
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Purchasing Plan. Health Care Cost Containment: A Background Paper was 
prepared in January 1984 by the House of Representatives, Office of Program 
Research. 

Containment strategies can be divided into four types. One type impacts 
providers and the manner in which they are organized to provide services. 
The following are examples: health maintenance organizations, preferred 
providers, self insuring of plans, maximizing out-of-hospital services, 
hospital specializing, free standing clinics, tighter licensing requirements 
for health care practitioners, designating approved providers, etc. 

The second type of strategy impacts the benefits themselves: utilization 
review, second opinion on surgery, coverage exclusions or ceilings on 
service, claims audits, coordination of benefits where more than one family 
member carries insurance, administered price systems, fixed reimbursement 
rates for specific services or treatment, use of generic drugs, mail order 
prescriptions, catastrophic coverage, etc. 

The third type of strategy impacts those who seek services and treatment. 
Included i^ this group are advent or expansion of deductibles and/or co- 
payments, wellness programs, comprehensive employee information programs, 
employee assistance programs (e.g., alcohol or drug rehabiliation) , routine 
employee health screening, employer provision of facilities for exercise, 
consumer information regarding types and costs of various health coverages, 
incentive programs designed to encourage only necessary use of services, 
etc. 



And, the fourth type of strategy relates to the system as a whole. For 
example, employers have formed health care coalitions to share information 
on the changing world of health care, costs, quality, trends, etc. Also 
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incl tided in this category is the recommended formation of a health care 
data base on local, regional, state and national levels. 

The containment strategies listed above are representative of efforts 

in the area, but are not all-inclusive. Some of them have been in operation 

for years. Others are recent developments. 

R ISING HEALTH CARE COST 

In spite of widespread recognition of the rising cost of health care and 
innovative attempts to stop or curb the rate of increase, the upward trend 
continues. In the five-year period from December 1981 until December 
1986, for example, the consumer price index rose 17.6 percent. During 
that same period, the medical cost index rose 44 percent and the cost 
of prescription drugs rose 59 percent. 

Another way to portray the medical cost increase is as a percentage of 
the gross national product (GNP). In the 1950s, it was 4 percent of the 
GNP; today it is about 11 percent of the GNP. There are predictions that 
it will rise to 14 or 15 percent of the GNP by the end of the next decade. 

According to Dr. Uwe Reinhardt, James Madison Professor of Political Economy 
at Princeton University, inflation in health care really took off after 
1980. The percentage of the GNP spent on health care between 1975 and 
1980 rose only 9.6 percent compared with a 16.5 percent increase between 
1980 and 1985, measured in constant dollars. 

Here are a few quotes from recent articles on the continuing rise in costs: 

"...claims costs since 1985 have been climbing faster 
than insurance rates. The gap.. .widened significantly 
at the end of last year and seems to be getting bigger 
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as efforts to hold down medical costs have run out of 
steam. 11 

Wall Street Journal, May 15, 1987 



"By the year 2000, ws'll probably be devoting 14 to 15 
percent of GNP to health care. Physicians will still be 
the central decision-makers in health-care spending, and 
will still be very well off. I hope that at least one 
of my children will be among them." 

Dr. Uwe E. Rinhart 

"The Real Numbers Don't Add Up to 

Health-Cost Savings" 

Medical Economics , August 24, 1987 



"Health care has become one of the powerhouses of the 
American service economy. Confounding all efforts at 
cost containment, spending on health has passed $500- 
billioii for the first time this year and is expected to 
reach 11.4 percent of the gross national product." 

New York Times , September 8, 1987 



"Health care inflation has proved as stubborn as the 
common cold. Despite touted remedies and precautions, 
it strikes every year and no cure is in sight." 

Wall Street Journal , September 29, 1987 



"The nation spent 10.9 percent of the gross national 
product on health last year, up from 8.5 percent in 
1976. Despite Federal efforts to control costs, Dr. 
Roper (Head of Federal Health Care Financing Administra- 
tion) predicted, 'We are going to be spending more of 
our gross national product on health. 1 " 

New York Times, November 23, 1987 



There are several reasons advanced for the increasing cost of health care, 
among which are the following: 

* General inflation on goods and services 

* More people insured and broader coverage offered 
(e.g., mental health, changing legal requirements) 

* Aging population 

* More aware and more demanding consumers 
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* New technology: equipment and medicines, e.g., organ 
transplants and related anti -rejection drugs, CAT 
scanners, magnetic resonance imagers, lithotripters 

* Labor shortage in general and nursing shortage, 
specifically 

* Cost shifting caused by treatment of the indigent 

* Changing practices of hospitals and physicians (bill- 
ing practices, number of treatments prescribed) 

* New treatments for Alzheimer's disease and acquired 
immune deficiency syndrome (AIDS) 

* Malpractice insurance costs 

* Increased use of medical tests as precautionary measures 
for potential malpractice claims (defensive medicine) 

* An increasingly litigious society 

* Decentralized delivery system with many small or inde- 
pendent providers (inefficiencies) 

v Impact of medical costs being paid by third parties, 
i.e., insurance companies, health care organizations and 
governments. (Individuals therefore do not feel the 
impact of rising costs on a day-to-day basis.) 

None of the above should be singled out, but each contributes to rising 
health care cost. Some have direct impact on costs while others have 
indirect impact. Some experts argue that new developments in medicine 
will have a salutary impact on costs in the long run, while other observers 
say that these advancements will contribute to higher survival rates which, 
in turn, will increase the demand for other types of treatments. At any 
rate, a review of the list of causes indicates the breadth, complexity 
and depth of this situation. 

STATE LAW GOVERNING SCHOOL DISTRICT INSURANCE BENEFITS 
School districts are municipal corporations and therefore have only those 
powers expressly granted by the legislature or those powers which are 
necessary in order to carry out the expressly granted powers. There are 
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several sections of law which govern the provision of health care for 

employees of school districts. Health insurance for common school employees 

is authorized in RCW 28A. 58.420: 

(1) The board of directors of any of the state's school 
districts may make available.. .health, health care. ..insur- 
ance... for... employees of the school district, and their 
dependents. Such coverage may be provided by contracts 
with private carriers, self-insurance, or self-funding 
pursuant to chapter 48.62 RCW, or in any other manner pro- 
vided by law. (2) Whenever funds shall be available for 
these purposes, the board of directors may contribute all 
or a part of the cost of such protection or insurance for 
the employees of their respective districts and their 
dependents. ...All contracts for insurance... written to 
take advantage of the provisions of this section shall 
provide that the beneficiaries of such contracts may 
utilize on an equal participation basis the services of 
those practitioners licensed pursuant to chapters 18.22, 
18.25, 18.53, 18.57 and 18.71 RCW. 

The equal participation basis practitioners referenced in the above cite 

are podiatrists, chiropracters, optometrists, osteopaths, and physicians. 



Self-funded plans are authorized in RCW 48.62.035 which states as follows: 

School districts and educational service districts may 
either individually or in combination with other such 
districts, self-fund their employees'... health benefit 
plans if... the plan is fully covered by an excess loss 
insurance policy... Self-funded plans shall also comply 
with the mandatory coverage provisions of chapter 48.44 
RCW. 



Among mandatory coverage treatments or services in self-funded plans are 
the following: 

Alcoholism/chemical dependency 
Podiatrists 

Continuing coverage into adulthood for disabled dependents 

Registered nurses 

Chiropractors 

Care for newborn infants and congenital abnormalities from 
moment of birth 
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Reconstructive breast surgery and single breast reduction 

Continuous coverage for former family members 

Non-termination for change in health status of covered person 

Parity of reimbursement for the same health care services 
provided by appropriately licensed practitioners 

Optional coverage for home health care, hospice care, and 
supplemental mental health treatment for insured and dependents 

Conversion rights upon termination of group coverage 

In addition, RCW 48.46.180 requires that "state government or any political 
subdivision thereof, which offers its employees a health benefits plan, 
shall make available to and inform its employees or members of the option 
to enroll in at least one health maintenance organization which provides 
health care services in the geographic areas in which the employees reside." 

RCW 41.04.020 permits school districts to authorize deductions from employee 
salaries or wages for payment or contribution to "a person, firm or corpora- 
tion administering, furnishing, or providing. ..medical , surgical and hospital 
care or either of them..." if the school board approves of it and such 
approved authorization is filed with the county auditor or the person 
authorized by law to draw warrants against school district funds. The 
cost of any such group policy or plan is not to be considered as additional 
compensation to the employees (RCW 41.04.190). 

School districts are also authorized to make deductions from employee 
salary or wages for capitation payments to any duly authorized health 
maintenance organization (RCW 48.46.180). A capitation payment is a fixed 
amount per capita for an agreed upon set of health services. 

While school districts are authorized to use the services of the state's 
Division of General Administration to procure health benefit programs 
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(RCW 41 ♦04.220), they are not authorized to participate in any of the 
programs or plans offered by the State Employees' Insurance Board (RCW 
41 .04.205). No school districts are currently using the General Adminis- 
tration option. 

Another important variable in the consideration of school employee health 
care is the certificated and classified employees' authority to bargain 
for such benefits. Certificated employees are those with professional 
certificates including teachers, counselors, principals, etc. Classified 
employees include secretaries, custodians, bus drivers, cooks, accountants, 
data processors, etc. 

Classified employees' bargaining is governed by Chapter 41.56 RCW and 
certificated employees' bargaining is governed by Chapter 41.59 RCW. 
Classified employees' scope of bargaining includes "personnel matters, 
including wages, hours and working conditions,..." (RCW 41.56.030(4)). 
In addition, RCW 41.56.950 states, "Whenever a collective bargaining agree- 
ment. ..is concluded after the termination date or tne previous collective 
bargaining agreement. . .al 1 benefits included in the new... agreement including 
wage increases may accrue beginning with such effective date as established 
by this section. " 

Certificated employees scope of bargining includes "...wages, hours, and 
terms and conditions of employment..." (RCW 41.59.020(2)). In addition, 
RCW 41.59.790 includes the following language: 

(1) Whenever a collective bargaining agreement... is con- 
cluded after the termination date of the previous collective 
bargaining agreement. . .all benefits included in the new 
collective bargaining agreement, including wage or salary 
increases, may accrue beginning with such effective date 
as established by this subsection, and may also accrue 
beginning with the effective date of any individual 
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employee contracts affected thereby. (2) Any collective 
bargaining agreement may provide for the increase of any 
wages, salaries and other benefits during the term of 
such agreement or the term of any individual employee 
contracts concerned, ;n the event that employer receives 
by increased appropriation or from other sources, addi- 
tional moneys for such purposes. 

Employer provision of insurance benefits, including health benefits, has 
historically been included in the scope of bargaining. 

As was mentione ' earlier in this report, school districts are municipal 
corporations and therefore not state agencies. Local school districts 
are individual empl oyers— 296 of them — covering the entire state. Among 
those districts are hundreds of bargaining agreements, some for certifi- 
cated employees and others for classified employees. The three largest 
school districts alone have over 50 different bargaining agreements with 
various groups of their employees. 

ROLE OF SUPERINTENDENT OF PUBLIC INSTRUCTION (SPI) 

The State Constitution designates the superintendent of public instruction 
as one of the state's elected officials, and states that the superintendent 
"...shall have supervision over all matters pertaining to public schools..." 
This has not been interpreted to authorize the superintendent of public 
instruction to operate school districts on a day-tc-day basis. 

According to our State Supreme Court, the term "supervision" in the Consti- 
tution means more than "to advise" but less than "to control." Pursuant 
to law, the superintendent may require school districts to formulate their 
own policies on certain matters, but the superintendent should stop short 
of prescribing specifics (unless required to do so by statute) or of opera- 
ting local school districts under normal circumstances. 
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School districts are creatures of the legislature, and the delivery of 
education is a responsibility shared by the state and local school districts. 
General standards are promulgated by the superintendent of public instruction 
pursuant to lav/ and school districts have received a broad delegation 
of authority from the legislature to operate the schools. The superintendent 
of public instruction has steadfastly supported the sharing of responsibility 
and the maintenance of maximum local control of schools. 

Nonetheless, state law relating to the schools has become more detailed 
and prescriptive in recent years. An example is the limitation on salary 
and benefits districts may pay their employees. Nowhere in existing law 
or past law, however, has the superintendent of public instruction been 
given the authority to oefine health care, regulate health benefits them- 
selves, or supervise the health care providers or the insurance industry. 
The superintendent of public instruction has had the responsibility for 
making budget requests to the governor and legislature, to promulgate 
rules and apportion and distribute state funds, and to develop school 
district budget and financial reporting standards and forms (a shared 
responsibility with the state auditor), among many other duties. 

LEGISLATIVELY AUTHORIZED BENEFIT LEVELS 

As early as 1969. the legislature earmarked an appropriation to the public 
schools for the purpose of funding employee health benefits (Chapter 282, 
Laws of 1969, 1st Extraordinary Session). At that time, the employer 
contribution for health benefits was statutorily limited to a maximum 
of $10 per month per employee. During the 1969-70 school year, the appro- 
priation was sufficient for the state to allocate $6 per month per employee 
to school districts. 
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Since that initial action, the state appropriation for school employee 
health benefits has been broadened to cover insurance benefits. Concur- 
rently, the amounts appropriated and the authorized rates per month per 
employee have increased. More specifically, in 1971, the maximum monthly 
rate was increased from $10 to $15. In 1973, it was increased to $20. 
See Appendix 1 for a recent history of legislatively authorized rates. 
In 1975, allowable coverage was expanded from health benefit to the more 
general insurance benefits. 

Prior to 1979 ; school employees and state employees generally received 
different treatment from the legislature in the areas of salaries and 
benefits. Since 1979, however, the appropriated benefit rate for school 
employees has been identical to that of state employees. At the present 
time, the school district appropriation for insurance benefits authorizes 
a rate of $167 per month per full-time equivalent employee. That same 
rate is authorized for state employees. 

School districts differ in several respects from the state in the manner 
in which they are authorized to compensate employees. In addition to 
the authority granted to school employees to bargain for salaries and 
benefits, the legislature imposed controls on such payments. The salary 
and benefit controls first were imposed on school districts in the 1981-82 
school year. During the prior year some school districts were contributing 
substantially more than $167 per month for health benefits. Since the 
controls applied only to increases granted, those higher paying districts 
have been allowed to continue the higher contribution rate to the present. 

Legislative treatment of school employees 1 salaries and benefits has departed 
from that of state employees in at least three other respects. In 1984, 
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the legislature permitted school districts to pay employees at the maximum 
average rate of $179 per month for insurance benefits, which was $12 per 
month more than the $167 authorized for state employees and funded for 
school districts in the appropriations act (Section 505(7) (d) of Chapter 
285, Laws of 1984). The additional $12 per month was to come from local 
school district funds. 

Districts which were not already paying above $167 per month, and some 
districts which were paying at $167 per month or below, exercised the 
option to pay up to $179 per month. Districts that did not take advantage 
of the increase to $179 during the 1984-85 school year were not authorized 
subsequently to increase their insurance benefit level above the greater 
of their 1984-85 actual level or $167 per month. To the present day, 
this set of districts is still limited to $167 per month. Salary and 
benefit limitations for the 1987-88 school year apply only to certificated 
instructional staff. They no longer apply to certificated administrators 
or classified employees. 

The second departure— an allowed trade-off between authorized salary and 
benefit increases—was contained in the salary limitation laws first enacted 
in 1981 to control salaries and benefits paid by school districts to their 
employees. The 1981 appropriations act contained the following language: 

Insurance benefit increases granted employees shall 
constitute a portion of the salary increase... whenever 
a district's contribution to employee insurance bene- 
fits will exceed, by virtue of increases provided in 
1981-82 or 1982-83, $121 per full time equivalent staff 
unit in 1981-82 and $137 per full time equivalent staff 
unit in 1982-83. 

Section 92(7) (b) of Chapter 340, 
Laws of 1981 
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in substantive law: 



Increases in school district employee fringe benefit con- 
tributions by school districts shall be included for 
purposes of determining salary and compensation increases 
...if contributions to fringe benefits provided by a dis- 
trict or, by virtue of the increase, will exceed the amount 
provided for fringe benefits in the state operating appro- 
priations act in effect at the time the compensation is 
payable. 

Section 2 of Chapter 16, Laws of 1981 
codified as RCW 28A. 58.095 



RCW 28A.58.095 was repealed by the 1987 Legislature, but a variation on 
the above theme exists today: 

Fringe benefit contributions for basic education certifi- 
cated instructional staff shall be included as salary... 
to the extent that the district's actual average benefit 
contribution exceeds the greater of: (i) the formula amount 
for insurance benefits...; or (ii) the actual average amount 
provided by the school district in the 1986-87 school year 
...fringe benefits shall not include payment for unused sick 
leave..., or employer contributions for old age survivors 
insurance, workers' compensation, unemployment compensation, 
and retirement benefits... 

Subsection 3(a) of Section 205 of 
Chapter 2, Laws of 1987, 1st Ex. Sess. 
codified as RCW 28A. 58.0951 



This allowance of a salary-tsnefit trade-off has provided more flexibility 
to school employees than is available to state employees in deciding upon 
the extent of health coverage and other insurance benefits. 



The third departure was authorized in the 1987 legislative session. School 
districts are now authorized to exc^^d certificated instructional staff 
salary and benefit limitations by separate contract for additional time, 
additional responsibilities or incentives. Such separate contracts are 
called supplemental contracts, provisions of which are bargainable (RCW 
28A.58.095K4)). 
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EMPL>V£E BENEFIT DATA 

The Superintendent of Public Instruction does not receive any data from 
school districts specifically related to employee health care expenditures. 
The Accounting Manual for School Districts in Washington State and corre- 
spond!' ng standardized school budget and financial reporting forms provide 
for reporting of the overall expenditures for employee benefits as a single 
object of expenditure. This has been the case since the 1967-68 school 
year. Included in this object of expenditure are both certificated and 
classified employee benefit expenditures in the following two general 
categories: (1) mandatory benefits including employer retirement contribu- 
tions, old age and survivors insurance, employer contributions for workmen's 
compensation (industrial insurance, medical aid and supplemental pension) 
and unemployment compensation; ano (2) permissive benefits (also referred 
to as insurance benefits) including health, health care, hospitalization, 
dental care, vision care, salary protection, life insurance, accidental 
death and dismemberment insurance, disability insurance, cancer insurance, 
cafeteria plans, contributions to variable employee benefit association 
(VEBA) plans, etc. 

In 1986-87, on a statewide basis, the average full-time certificated school 
employee received an employer contribution toward insurance benefits of 
about $175 per month. Because districts have local flexibility within 
the limitations described earlier, the average amount individual school 
districts contributed to certificated employees 1 insurance benefit plans 
in 1986-87 ranged from a high of $234 per month per full-time equivalent 
employee to a low of $103. Eighty-eight districts paid under $167 per 
month, sixty paid $167 per month and 149 districts paid over $167 per 
month on average. Within districts, insurance benefit amounts vary among 
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employees and employee groups. Unlike state employees who never see employer 
paid benefit dollars on their payroll stubs or choose how much of the 
authorized benefit level to use, school employees have individual choice 
of how much of their benefits to use, and the amounts and providers or 
insurers are indicated on their individual payroll stubs. 

In 1986-87, on a statewide basis, the average school district classified 
employee received an employer contribution toward insurance benefits of 
about $156 per month. The monthly average contribution rate for classified 
employees in individual school districts ranged from a high of $215 to 
a low of $34 per month. Two very small districts, each with less than 
one full-time classified employee, reported no monthly benefit contribution. 
For that year, 56 districts paid over $167 per month per classified employee, 
12 districts paid $167 and 229 districts paid less than $167 on average. 

The annual school personnel reporting system (Forms S-275 and S-27?) provides 
an item in which the school districts report the mandatory fringe benefit 
contributions for each employee and a separate item in which is reported 
the permissive or insurance benefit contribution for each employee. This 
report does not provide for reporting a separate amount contributed by 
the district specifically for health care coverage. 

Using the available data, the financial magnitude and expenditure trends 
for employee benefits in the public schools, in general, can be seen by 
looking at Appendix 2. Even with the shift of the employer contribution 
to the Teachers 1 Retirement System from the state to local school districts 
beginning in the 1986-87 school year, the proportion of expenditures for 
benefits has remained reasonably constant. 

While it is not possible at the state level to isolate exact cost breakdowns 
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among specific types of benefits, estimates can be made. Mandatory benefits 
comprised about two-thirds of the benefit expenditures based on 1986-87 
school district budget estimates and annual personnel report data. If 
one assumes that most but not all of the permissive benefit expenditures 
are spent for health care, employer health care costs for schools approximated 
one-third of the benefit expenditures or about 5 percent of all operating 
expenditures in 1986-87. These health care costs are employer costs only 
and do not include any additional premium payments made by employees in 
some districts. 

A study of school district group insurance programs was completed in 1980 
by William M. Mercer, Inc. for the State Employees 1 Insurance Board pursuant 
to Section 24(4) of Chapter 270, Laws of 1979, 1st Extraordinary Session. 
The 1979 Legislature appropriated $38,000 for the study. Mercer found 
there were thirty-two carriers providing medical coverage to approximately 
69,200 school district employees. At that time, the percent of employees 
covered by the major providers was as follows: 



The Mercer report contained extensive comparisons between school district 
group insurance programs and their costs, and those offered state employees 
through the State Employees 1 Insurance Board. Comparable data have not 
been collected since that study was performed. 

CURRENT SITUATION 

Among the major health care providers in school districts today are Blue 
Cross, Washington Dental Service, Group Health Cooperative, other health 
maintenance organizations, the thirteen county medical plans (10 affiliated 



Blue Cross 

13 county medical plans 
5 health maintenance organizations 
11 insurance companies 



45.8% 
32.2% 
19.0% 
2.9% 
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with Blue Shield), and the Employee Benefits Cooperative (sponsored by 
Educational Service District No, 101 and coordinated throughout the state 
by the eight other educational service districts)* 

During the last few years, these health care providers have incorporated 
various cost containment measures. Appendix 3 presents a brief outline 
of changes in the Blue Cross program offered to school district employees 
through the Washington Education Association (WEA). Appendix 4 presents 
a brief outline of similar changes made in the ESD 101 Employee Benefits 
Cooperative since its inception. Appendix 5 contains a brief outline 
of current plans offered by the Employee Benefits Cooperative and corre- 
sponding plan costs. 

As in the state employees 1 insurance plans and many of those across the 
country, costs have increased. Education employees 1 cooes have increased 
as well. According to information provided to the Washington Education 
Association Board of Directors in May 1987, their Blue Cross traditional 
health care plan increased its rate 20 percent over the prior year and 
reduced some of the benefits. WEA's Blue Cross Preferred Provider Plan 
increased its rate for 1987-88 by 32.8 percent and reduced some benefits. 
The WEA Retiree Under 65 Plan rate increased 14.4 percent and the Retiree 
Over 65 Plan rose 10 percent, both with some benefit reductions. The 
WEA Dental Plan rate increase was 6 percent with an additional 5 percent 
taken from the rate stabilization fund with no benefit changes. The WEA 
vision plan contemplates neither rate nor benefit changes for 1987-88. 
The WEA plans have not been singled out for a particular reason. These 
plans cover the largest number of school district employees in the state 
and the data were in readily available form. 
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Since there are so many variables and changes in plans and coverages from 
year to year, comparisons among providers and plans are difficult to make. 
See Appendix 6 for a representative school district's health care options 
and employer contributions for the 1987-88 school year. This is provided 
to indicate the current rates among plans available in a typical school 
district. Of course, comparisons among rates are meaningless without 
a detailed knowledge of the corresponding benefits, deductibles, etc. 

Health care premiums for federal employees are also rising. According 
to the September 21, 1987 issue of Business Insurance , the nation's largest 
group health insurance program (in excess of 9 million participants) will 
experience an average cost increase of 32 percent. The increases are 
attributed to sharp increases in health care costs and health care utilization 
Next year there will be 488 health care plans available to federal employees. 
Plans sponsored by Blue Cross/Blue Shield, which cover about 3 million 
federal employees and dependents, will experience premium increases ranging 
between 40 percent and 60 percent. 

It is apparent that the issue of health are cost containment is complicated, 
is of national scope and is a continuing concern. Health ^re costs have 
been likened to the proverbial balloon which, when squeezed in one place, 
pops out in another. Obviously it is not limited to Washington's school 
employees who comprise about 3 percent of the state's adult population 
and about 30 percent of state and local public employees. The following 
recommendations are made recognizing that (1) many of the forces at work 
are beyond the state's control, (2) this topic is highly technical, and 
(3) the agency's background in this area and resources under the current 
structure are very limited. 



REC(W :dations 

^Establish an office of health care benefits in SPI with the following 
duties at h pinimum: 

Develop uniform definitions and standards to be used 
to review and analyze health care plans, specific bene- 
fits, extent of coverage, etc. 

Collect statewide data on health benefit providers, 
insurers, coverages, costs and cost containment activi- 
ties and serve a* health care information clearing- 
house* 

Analyze the extent of double coverage of employees 
(coordination of benefits) arid propose a solution, 
if needed. 

*Establish an employee heal ;h care advis ry committee to the superinten- 
dent of public instruction with representation from management, employees, 
providers, insurers, etc. 

*Encourage or provide incentives to school districts to offer employee 
wellness programs. Included would he information on such preventive 
measures as the following: 

Routine physical exams 

Alcohol and drug control 

Smoking cessation 

Stress management 

Physical fitness 

Weight control 

Hypertension control 
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Immunizations 
Diet/nutrition programs 

Safety awareness, e.g., using seat belts, accident prevention, 
defensive driving, etc. 

Use of sunscreen and protective clothing 

Awareness of environmental carcinogens 

Use of counseling/psychological assistance 

Maternal health and well -child care 

*Amend state laws to permit authorization of a health care plan with incen- 
tives for employees to make prudent use of medical services. (See Appendix 
7 for information on the "Mendocino Plan.") 

^Provide comparisons among providers and insurers accompanied by specific 
related benefits, costs of treatments, frequency of service and cost 
per unit using established standards for comparison. The health care 
industry is changing rapidly, which makes such comparisons difficult, 
but an effort must be made by an objective entity to develop a common 
basis for comparison. There is need for a law that requires a standard 
basis for disclosure and comparison, similar to the national "truth in 
lending law" in the consumer credit industry. A major hurdle is that 
the health care delivery system is many times more complex than is the 
loan business. In addition to comparing costs and benefits in a standard 
way, the quality care issue must also be addressed. Just as quality 
is demanded cf the schools, those who need health care and those who 
purchase health care have a legitimate interest in the quality of their 
health care. Indeed, it is the public's top concern, according to numerous 
opinion surveys concerning health care. In addition, uniform cost compari- 
sons and cost trends among providers and insurers should include data 
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over at least five years. Given the changes made from year to year, 

it would be inappropriate to base policy decisions in this area on changes 

among plan costs over one two-year period. 

*Consider the feasibility of establishing an optional, self-funded health 
care program with adequate, quality coverage available to all state and 
local public employees in the State of Washington with stop-loss insurance 
to protect the plan and its subscribers against claims in excess of 
(1) a defined expenditure threshold per specific claim and (2) a defined 
aggregate plan expenditure threshold. At a minimum, coverage should 
include basic and major medical, hospital, vision and dental care. 

*Limit school district contributions for health benefits to coverage by 
group insurance plans. 

Condition receipt of state dollars for insurance benefits on timely submittal 
of reports requested by the agency. 

Consideration was given to requiring districts to offer a high deductible 
plan with a sliding sc for those not able to afford a large payment, 
similar to Medicare legislation currently before both houses of Congress 
wb/.i would provide protection against health care cost for catastrophic 
illness. Both House and Senate bills contain a two-tiered premium— one 
a basic premium and the other an income related supplemental premium. 
Any plan which requires individuals to make large payments before insurance 
proceeds are triggered should contain consideration for those not able 
to pay for such costs. There are several drawbacks to providing such 
a plan for employees. In the first place, it is designed for Medicare 
participants, and most employees are younger with families. The health 
care use patterns are no doubt different. Second, a bureaucracy would 
° P4 
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have to be established to keep track of income eligibility standards. 
Third, the only way such a plan would receive any support from employees 
is if it were the only plan available. In practice, peopie generally 
seek the best coverage obtainable. 

Consideration was also given to authorizing school districts to provide 
employee benefits under plans administered by the State Employees 1 Insurance 
Board (SEIB), as is the case for other municipal corporations in this 
state. This was not recommended for the following reasons: The SEIB 
programs are experiencing cost increases at least comparable to other 
plans. Therefore, such a change would have questionable impact on health 
care costs. Nothing new would be provided to schools by making such a 
change. In addition, with another in a growing list of health care options 
for school employees, it is possible people would move from plan to plan 
from year to year, depending on which plan is the best plan of the moment. 
This would create underwriting and administrative problems for both systems 
and contribute additional cost to the program. 

Finally, since health care costs affect literally everyone, these recommenda- 
tions should be considered in the context of the needs for all of our 
state and local public employees. 
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APPENDIX 1 



NINE-YEAR HISTORY OF LEGISLATIVELY AUTHORIZED 
INSURANCE BENEFIT LEVELS FOR K-12 
PER MONTH PER FTE STAFF 



1979-80 


$85 










1980-81 


$95 










1981-82* 


$121 










1982-83 


$137 










1983-84 


$159 










1 984-85** 


$167 state 


+ 


$12 


local 


= $179 


1985-86 


$167 state 


+ 


$12 


local 


= $179 


1986-87 


$167 state 


+ 


$12 


local 


= $179 


1987-88 


$167 state 


+ 


$12 


local 


= $179 



*First year of salary compliance. In addition, the legislature allowed 
school employees a trade-off between increases in district contributions 
to insurance benefits greater than authorized in the appropriations act 
so long as that greater increase was counted as part of the salary 
increase granted for that year. 



^Legislature allowed districts to pay up to $179 this year. The trade-off 
between the increase in employee benefit contribution and the salary 
increase remained in effect. In addition, the Legislature authorized full 
time nine-month classified employees to receive insurance benefit contribu 
tions for 12 months which increased this outlay by approximately 15% for 
basic education employees and 30% for transportation employees. 
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TOTAL EXPENDITURES AND EXPENDITURES FOR SALARIES 
AND EMPLOYEE BENEFITS IN THE PUBLIC SCHOOLS 
FOR YEARS INDICATED-GENERAL FUND* 
(In millions) 











Benefits as 


Percent of 


Salary and Benefits 


Year 


Total 


Salary 


Benefits 


Total 
Expenditures 


Salary 


as Percent of 
Total Expenditures 


1979-80 


$1,739.6 


$1,209.6 


$176.0 


10.1% 


14.6% 


79.7% 


1980-81 


1,921.7 


1,356.0 


199.8 


10.4% 


14.7% 


81 .0% 


1981-82 


1,959.9 


1,390.8 


210.3 


10.7% 


15.1% 


81 .7% 


1982-83 


1,998.5 


1,386.7 


221.2 


11.1% 


16.0% 


80.5% 


1983-84 


2,213.9 


1,506.4 


256.6 


11.6% 


17.3% 


79.6% 


1984-85 


2,395.4 


1,621.0 


284.9 


11.9% 


17.6% 


79.6% 


1985-86 


2,515.9 


1,704.0 


305.2 


12.1% 


17.9% 


79.9% 


1986-87** 


2,875.6 


1,816.5 


491.5 


17.1% 


27.1% 


80.3% 


1987-88** 


3,061.8 


1,929.7 


516.1 


16.9% 


26.7% 


79.9% 



*Data for 1979-80 through 1985-86 are actuals from year-end financial reports (F-196). The 1986-87 and 1987-88 
figures are from school district budgets (F-195). 

**1986-87 is the first year school districts paid the employer contribution to the Teachers' Retirement System. 
This change is reflected in the large increase in benefit expenditures in 1986-37 and 1987-88 over prior years. 



9 

ERIC 



28 



2d 



> 

m 
z 
o 

X 



APPENDIX 3 

319 Seventh Avenue Terry Bergeson. President 

Olympia, Washington 98501 Carla Nu^oll, Vice President 

206 943 3150 Gilbert A Gregory, Executive Director 

Washington Education Association 

Changes jmade^njriEn Medical Flan 

Alternative Flan C ottered at lower rates 
Professional Review Organization (PRO) contracted 
Rate increase on 3^5 Plan - 51': 
Heal thP lus ava i 1 ab 1 e in majo^ areas 

1933 

Medical Plan bid procedure completed - Blue Cross retained 
RX copayment increased to $3 from $1 
$25 emergency room copayment added 

100% coverage for pre-admi ssi on testig, skilled nursing 

facility, home health care, and second opinion surgical 
consul tat i on . 

Hospital* benefits changed to 807./ 1007. from 100*/.. 

Rate increase - 7.57. 

1984 

107. discount to groups offering only WEA plans <+ one HMO) 
Medicare "carveout 1 * for retirees 
Rate decrease - 6'i 

1985 

Stop-smofcing benefit added 
Audio/hearing benefit added 
No rate change 

198e> 

Surgical treatment for morbid ooesity added 

Surgical treatment for sexual disfuncation 

Community Health agencies added as providers 

Freierr&d Provider plan offered in place of Select Plan II 

with rates 307. lower than Traditional Flan. 
Hospital Utilization Management system added 
Traditional Plan (365) rates increased 7.67. 

1987 

Traditional Plan rates increased 227. 
Preferred Plan rates increased 317. 

Rx copayment changed to $5 non-generic, $3 generic 
Spinal manipulation oenef i t 1 i mi ted 

Co-insurance changed from 807. of first $1250 to 807. of 

first $2000 for Traditional Plan. 
Alconol ism/drug dependency benefit modified to comply with 

staie law. 
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ESD 101 - Employee Benefits Cooperative 

Overview of Rate and Plan Changes: 1983-84 through 1987-88 


YEAR 


RATE 


ft AN ! BENE FITS/CHANGES 


DEDUCTACO.FAY 


MlltS 


1983 -84 


ci Co m 


Health PUn i Medical /Dental /Vision 
| lunched SEIB PUn 


$75 00 Deductible 
$300 00 Co-Pay 


5.459 


1984-85 


$167 00 


PUn A/Denul /Vision 


Surgical Pre-Authonzation Re- 
quired 


$7500 Deductible 
$300 00 Co-Pay 




> IDA. ZD 


PUnB 


Medical Only 


- 0.00 - Deductible 
$250 00 Co- Pay 


9,460 


1985-86 


910/ W 


PUn D (167 PUn) 


Medical/Dental/Vuaan 
Reduced. Dental Benefits 
Increased. Deductible and Co-fay 


$15000 Deductible 
$1,000.00 Co-Pay 


232 


$17900 


PUn 179 


Medical/ Den taJ /Vision 
Reduced. Dental Benefit* 


$75.00 Deductible 
$300.00 Co-Pay 


3,266 


$19969 


PUnA/DenUl/Vmon 


Reduced. Alcoholism/ Drug Abuse 


S75XX) Deductible 
$UX).00 Co- Pay 


1510 


$162.26 


PUnB 


Medical Only 

Reduced- Alcoholism /Drug Abut* 


-0.00- Deductible 
$250 00 Co-Pay 


2,473 


$163 85 


PUnC 


Preferred Provider Medical Only 
King, Pierce i. Snohomish Area 


$50 jOO Deductible 
•0.00 -Co-Pay 


39 


$39 25 
$9 81 


Dental 

Vision 


Dental /Vision Benefits Only 




3.150 


TOTAL 


11,700 


1986-87 


$17900 


PUn 179 


Increased- Preferred Hosrdfal to- 
Pay Waiver, Preventive Care 
Reduced. Dental Coverage 


$75.00 Deductible 
5300 00 Co-Pay 


1341 


$207 98 


PUn A /Dental /Vision 




$7500 Deductible 
$300 00 Co-Pay 


1,508 


$18173 


PUnB 


Reduced Surgical Pre- Authoriza- 
tion Required 


* \JW - LWaUCTlOiC 

$250 00 Co-Pay 


1,842 


$148 77 


PUn C - Preferred 
Provider 


King, Pierce & Snohomish Area 


-S50 00 Deductible 
-000-Co-Pay 


81 


$148.77 


PUn C - Preferred 
Hospital 


Washington State except for King, 
Pierce k St ahonush Ajta »„ 


000 -to $75.00 
Deductible 
-000 -to $300 00 
Co- Pay 


1A59 


$41 75 
$9 81 


Dental 

Vision 


Dental /Vision Benefits Only 




3.604 


TOTAL 


9.965 


1987-38 


$17900 


PUn 179 


Reduced. Dental to Preventive 
Care Only, Spinal Manipulations 
Increased. Prescription Co-Pay for 
Non-Cenenc Drugs, Alcoholism 
Treatments, Deductible and Co-Pay 


$250.00 Deductible 
$500 00 to 51,000 00 
Co- Pay 


N/A* 


$220 42 


Preferred (Plans A & 
O/ Dental /Vision 


Reduced. Dental 

Increased. Preferred Provider »nd 

Preferred Hospital Puuis Combined 


•000-to $75.00 
Deductible 
. 000* tc $300 00 
Co- Pay 


N/A # 


$221.27 


Choice (Plan B) 


Reduced Spinal Manipulations 
Increased: Prescription Co-Pay for 
Non -Generic Drugs, Alcoholism 
Treatments, Co-Pay 


-0.00 -Deductible 
$400 00 Co-Pay 


N/A * 


$3153 
$9 32 


Dental 
Vision 


Reduced: Dental Benefits. 

Vision and A.DtD RaMa Reduced 
With No reduction ui Coverage. 




N/A * 
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APPENDIX 5 



EBC Employee Benefits Cooperative 

"Providing the best coverage for the lowest cost" 



EBC announces benefit changes for 1 987-88 



The following is an outline of benefit and rate 
changes for the Employee Benefits Cooperative Plans 
for 1987-1988. 

The benefits for Plan A havo been combined with 
Plan C benefits. The newly combined plan is the 
PREFERRED PLAN 

Plan B is now the CHOICE PLAN. 

In order to maintain a $179 rate for the $179 
PACKAGE PLAN, deductibles and co-payments have 
been increased, and dental benefits have been re- 
duced. 

The DENTAL PLAN rate has been modified to a 
basic plan for a lower rate. 

The VISION PLAN rate has been decreased by 

5%. 

The Cooperative is committed to providing the best 
medical care possible at the lowest cost to the em- 
ployee. This year's renewal actions have resulted in 
sound, basic, health care plans at very competitive 
rates 

ALL MEDICAL PLANS 

□ Alcoiiolism and drug addiction treatment 
changed to: 

✓ alcoholism treatment; $5,000 during any 24- 
month period, $10,000 lifetime maximum 

✓ drug addiction treatment; $1,000 during each 
contract period 

□ Chiropractic coverage modified 

✓ spinal manipulations lim ited to 15 per 
calendar year 

✓ all other chiropractic services covered as any 
other benefit 

□ Prescription drug benefit modified 

✓ $3 co-payment for generic drugs 

✓ $5 co-payment for non-generic drugs 

CONTINUING SPECIAL BENEFITS 

□ Experimental organ transplant coverage 

□ Preventive care - preferred provider plans 

✓ annual physical examinations for employee 
and spouse 

✓ well baby care ' ) age one 

✓ immunizations through age six 

□ Only C: .e year required for retirement plan 
elegibility 
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CHOICE PLAN (formerly Plan B) 

□ Co-insurance increased to 80% of first $2,000. 

PREFERRED PLAN (formerly Plans A and C) 

□ Options for choice between the preferred and 
non-preferred providers: 

✓ preferred provider physician • no deductible, 
85% of first $2,000 co-payment 

✓ preferred provider hospital - 100% coverage 
after $75 annual deductible 

✓ non-preferred physician and hospital - $75 
annual deductible and 85% of first $2,000 co- 
payment 

□ Preventive care covered with preferred physi- 
cians 

□ Immunizations covered through age six 

$179 PACKAGE PLAN 

□ Medical - Deductible and co-payment in- 
creased: 

Options for choice of preferred or non-preferred 
providers: 

✓ preferred provider physician; $250 deductible 
per person with $750 family maximum and 
90% of the first $5,000 co-payment 

✓ preferred provider hospital; 1 00% of cover- 
age after deductible 

✓ non-preferred physicians and hospitals; $250 
deductible per person with $750 family maxi- 
mum and 80% of the first $5,000 co-pay- 
ment 

✓ preventive care covered with preferred 
physicians 

□ Dental - Coverage modified to preventive care 
only: Routine examinations, x-rays, cleaning, 
flouride treatment 

□ Vision - Removal of the restriction on frame 
replacement of "only to accomodate replaced 
lenses" 

RETIREMENT PLAN 

□ Incorporated into the Preferred Plan 

□ Supplementary Medicare plans available 

(over) 
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□ 
□ 



DENTAL PLAN BENEFITS MODIFIED 

Maximum benefit has increased to $1 ,500 (from 
$1,250) 

Previous dental coverage is no longer required 
Diagnostic and preventive care (routine exams, 
x-rays, cleaning, flouride treatment and seal- 
ants): 

✓ incentive level increased to a contstant 100% 
for all subscribers 

✓ no yearly exam requirement 
Basic care 

✓ fillings, ora! surgery, peridontics and endo- 
dontics at a constant 70% co-payment 

Major care 

✓ crowns, inlays, onlays, bridges and dentures 
at a constant 50% co-payment 

Annual deductible on basic and major care 

✓ $25 with a $75 family maximum 
Orthodontia for dependents available as a group 
option 

✓ $1,500 maximum 

✓ $100 deductible 



VISION PLAN 

□ Reduced rates 

□ Increase in frame replacement benefit 

✓ no longer restricted to "only to accomodate 
replaced lenses" 



These are the official changes to the existing 
plans for the 1987-1988 year. 

If you would like further information, would like to 
schedule a presentation for your district or have 
questions regarding the changes, please contact 
Gwen Hershiser, EBC Coordinator or Pat Harkins at 
ESD 101, (509) 456-6320 or SCAN 545-6320. 



EMPLOYEE BENEFITS COOPERATIVE MEDICAL PLANS 

October 1, 1987 - September 30, 1988 



Benefits 


CHOICE PLAN 

(formerly B) 


PREFERRED PLAN 

(formerly A 4 C) 
Preferred Non-preferred 
Physician Hospital Provider 


$179 PACKAGE PLAN 

Preferred Non-preferred 
Physician Hospital Provider 


Revolving 5-year maximum 


$1,000,000 


Same 




Same 




Annual deductible 


None 


None 


$75/225 $75/225 


$250/750 


$250/750 $250/750 


Co-payments 


80% of 
$2000 


85% of 
$2000 


100% 85% Of 
coverage $200D 


90% Of 
$5000 


100% 80% Of 
coverage $5D00 


Preventive Care (annual 
physical exam, well biby, 
Immunizations) 


Not 

covered 


Covered 


Covered Not 

covered 


Covered 


Covered Not 

cov° r ed 


Prescriptions 


$3 generic 
$5 non-generic 


Same 
Same 


Same 
Same 


Same 
Same 


Same 
Same 


Organ Transplants 


Covered 


Covered 


Covered 


Covered 


Covered 


Life A Accidental Death 
& Dismemberment 


$10,000 
(level term) 


Same 


Same 


Same 


Same 


Retirement Eligibility 


One year 


Same 


Same 


Same 


Same 


Rates: 


Full Discount 


Full 


D1 scount 






Employee 

Employee + spouse 
Employ*spouse*ch1ldren 
Employee ♦ children 
Composite 


$112.74 $101.47 
223.13 20D.82 
269.83 242.85 
159.44 143.50 

By group 


$ 91.43 
180.01 
217.65 
128.60 

By group 


$ 82.29 
162.01 
195.89 
115.74 


(Includes vision and 
preventive dental 
coverage) 

$179.0D 



Dental PI an Rates 

Dependent orothodontla 
Vision Plan Rates 



32.53 (Dental and Vision Plans are available either 
5.62 with SBC Medical Plans or separately) 
9.32 
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SAMPLE SCHOOL DISTRICT 



APPENDIX 6 
Page 1 of 6 



1987-88 INSURANCE RATES 



OPEN ENROLLMENT: September 1 through October 10 for all employees, 

NEW EMPLOYEES: Must enroll for optional benefits within 30 days of 
employment. 

CHANCES: Must be made by tenth of month to be effective the 

first day of following month. 

ENROLLMENT: Brochures and enrollment forms available through 

the Personnel Office. 

QUESTIONS: Please direct any questions regarding coverage to 

that particular insurance company. 

XXX County Medical 

Employee Only $88.20 (w/ 1 child $131.50) (w/ 2 children $174.80*) 

Employee & Spouse 176.40 (w/ 1 child $219.70) (w/ 2 children $263.00*) 
*First and second child are $43.30 each. No additional charge for 
more than two children. 



Blue Cross Medical 



ERLC 



Traditional 



Employee 

Employee & Spouse 
Employee, Spouse & 

Children 
Employee & Children* 

*Any number of children. 



$113.60 
222.50 

268.50 
159.60 



Preferred 

$ 96.65 
188.85 

227.85 
135.65 



Health Plus 
w/ Vision 

$ 88.79 
186.35 

257.87 
152.47 



Group term Life and Accidental Death and Dis- 



memberment premiums are included in health insurance coverage. 

Group Health Medical 

Employee Only $85.91 (w/ 1 child $133.66) (w/ 2 children $181.41*) 
Employee & Spouse 171.82 (w/ 1 child $219 57) (w/ 2 children $267.32*) 
Dependent Child 
over 21 yrs. 85.91 

*First and second child are $47.75 each. No additional charge for more 
than two children. 

Mandatory Life Insurance w/ Group Health Medical: $1.63/month for employee 
only. $2.13/month for employee and dependents. Subscribers can choose 
which plan desired. (No. Amer. Life) 

Dental 

Dental coverage is mandatory for all employees eligible for medical benefits. 



Certificated Dental 
Secretaries (XAE0P) 
Educational Assistants 
Teamsters Dental 
Food Service 



$46.35 
39.65 
22.05 
21.55 
22.05 
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(Family - with orthodontia) 
(Family - no orthodontia) 
(Employee only - no orthodontia) 
(Family - with orthodontia) 
(Employee only - no orthodontia) 



- ii - 



APPENDIX 6 
Page 2 of 6 



Salary Insurance 



Brochures on coverage and rates available at the Personnel Office. 

XEA members have a mandatory long-term disability salary insurance (Mutual 
Benefit Life Insurance Co.) which is $7.60 per month. Optional short- 
term disability salary insurance is available to XEA members. Brochures 
and rates for this are available at the Personnel Office. 



Life Insurance 



TransAmerican Occidental Life Insurance coverage is mandatory for all XEA 
members. Monthly premium is $1.75 and is deducted from district con- 
tribution. 



1987-88 District Benefit Contribution by Bargaining Unit 

Amount indicated in brackets 11 ( )" is amount remaining 
that district will contribute for medical and/or salary 
insurance after the mandatory coverage noted is 
deducted. 



Classified: 



Secretaries: Mandatory coverage is $39.65 for dental insurance. 

$179.00 ($139.35) 12-month, middle and high school secretaries 

$150.00 ($110.35) 9-month and elementary school secretaries 

$120.00 ($ 80.35) 9-month/6 hours per day - pod secretaries 

$ 89.50 ($ 49.85) 9-month/half-time secretaries 

Educational 

Assistants: Mandatory coverage is $22.05 for dental insurance. 



$117.00 ($ 94.95) 6 

$101.00 ($ 78.95) 5 

$ 83.00 ($ 60.95) 4 

$ 67.00 ($ 44.95) 4 



1/2 + hours 

1/2 - 6 hours 

1/2 - 5 hours 
hours 



F ood Service: Mandatory coverage is $22.05 for dental insurance. 



$138.00 ($115.95) 

$111.50 ($ 89.45) 

$ 55.00 ($ 32.95) 

$ 45.00 ($ 22.95) 



7 + hours 

4-6 1/2 hours 

3-3 1/4 hours 

2-2 1/4 hours 



ERLC 



Teamsters: 



Mandatory coverage is $21.55 for dental insurance. 



$219.00 ($197.45) 12-month 
$160.00 ($138.45) 9-month 

$ 60.00 ($ 38.45) substitutes (eligible after working three (3) 

consecutive months of sixty (60) hours per month.) 



Unrepresented: 
$179.00 



35 



- iii - 



APPENDIX 6 
Page 3 of 6 



(1987-88 District Benefit Contribution by Bargaining Unit, 

Continued) 



Certificated: 



XEA Members : 



$179.00 ($123.30) 

$148.60 ($ 92.30) 

$125.00 ($69.30) 

$ 89.50 ($ 33.80) 

Administrators 
and Principals: 

$179.00 ($132.65) 

$148.60 ($101.65) 

$125.00 ($ 78.65) 

$ 89.50 ($ 43.15) 



Mandatory coverage is $55.70. (Dental, 
$46.35; Life, $1.75 and Long-term 
Disability insurance, $7.60) 



1.00 PTE 
.83 FTE 
.66 FTE 
.50 FTE 



or 12-month 



Mandatory coverage is $46.35 for 
dental insurance. 

1.00 FTE or 12-month 

.83 FTE 

.66 FTE 

.50 FTE 
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WtLlC SCHOOLS 
CQNMIiiSON CT MEDICAL KKCTITS 
1M7/1PM SCHOOL YEA* 



OWJf HCALTM COOfOUUVC 

CQVCTACC COUNTY HEDICAj QT PUCCT SOUND 

The reusing benefit* aill to provided 
for covered conditions snd pcsca du ras) . 
F*capt ss nt^sd, ui cars and oervlee* 
«jtt be apptovsd by and provided thru CMC 
eteff and fee ill ties U be covered. 



PHTS1C1AN SCtVlCCS 

Office uui 

Hospital Visits 
Haas Cslls 



Surety 



35 outpatient calls/yeer 
Inpatiant covered for 345 deya/yr. 
bunted in the 35 celle/yaer 



•aid in fell 



At CMC at CMC deal one tad facility! 
Provided in Full 
Provided in Full 

Provided in Full »y CMC atian asdic* 11 y 
nacaaaary * within CMC service araa. 

rVovldad in full 



Preodsieaion Testing 



Paid In full 



Provided in full 



Assistant Surgeon 
Anaathasla 

Diagnostic X-reyAsb 
Radiation Therapy 
Physical Therspy 

Aabulsncs 



Paid in Full 
Paid in TuU 
Paid in full 
Paid in Full 

Paid undar Major Had leal at KB for 
10 vloita. Additional banaflta will 
b« approved if proscribed by attend- 
ing phyolclsn. 

$b0 ana way /condition, balance 
at KB undar Major Medical 



rVovldad in Full 
Providad in Full 
Providad in Full 
frovidad in Full 
Providad in Full 



Allowanca up to $l(MQ/eaeroency. 130 
daductibla par aaargancy for transpor- 
tation to non-CMC deolgrwted facility. 



Matamity 

Wall Child Care 



Paid In TuU 
Not Covorad 



Providad In Full 
Providad in Full 



Routine Phyoicale 
Cya Cxaa 

Podiatry 



Not Covert 



1 aya sxaa each two yaara paid In 

full 



Countad in 33 calla/yaer by parti- 
cipating practltlonsr- 



Provlded In Full 

frovidad in full, escape for co— a tic con- 
tact la/wee. Contact lansss providad in 
full for aya pathology. 

Providad up to $200 par contract year fo* 
ear vices of licensed chiropractors, 
podiatrists, 4 osteopaths for covered ser- 
vices not available at CMC. Coats over 
$200 covered then referred by a CMC phyei- 
cien prior to treetaent. 



Aadio (Hearing Cera) Not Covered 

Stop Sacking Benefit Not Covered 



Olegnoatlc hearing sxoas provided in full. 

Saoklng withdraws! progrsa provided et 
CMC for einisel fo. 
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WASHINGTON CDUCATION ASSOCIATION PLANS 



WCA-bXUC CROSS 
HEALTHPVUS 



WCA-6LUC CtOSS 
PtCTCtttP PH0V1DCP PLAN 



wa-atue atozr 

TAAOniONAl PLAN 



lech foeily ohsssii one) Part id- 
ea ting Provider si thin 20 si Us of 
hoaa and than oheo n s a Pereonal 
Cars Physician froa their Provider 
j roup. All health cars service* 
euet be providad or suthorlxsd by 
tha Psrsonsl Cars ahyaicien, 
including epeclallet referrals. 



Paid in FuU-Partic. Provider only 
Paid in FuU-Partic. Provider only 
•aid in Full oftsr $15 



fftftrnj Non-o referred 

Paid in Full KB of UCt* 

Paid in Full KB of UCt* 

Paid in Full KB ef Udt* 



•aid in full-Partic. Provider only Paid in Full KB of Udt* 

Nandatory SaconC Surgical Opinion 
paid in full in both Pre far red and 
Hon-Prsfsrred plsns - sees) sa 
TradltlsnsX Plan. 

Paid in Full-Partic. Provider only Paid in Full Peld in Full 



'aid in FuU-Partic. Provider only 

Paid in FuU-Partic. Provider only 

Paid in FuU-Partic. Provider only 

Paid In FuU-Partic. Provider only 

Paid in full up to 25 vloita 
aech condition-Pertlc. Provider 
only 



Paid in Full KB of UT* 

Paid in Full KB of UCt* 

Paid in Full KB of UCt* 

Peld in Full KB of UCt* 

Paid in full KB 0 f UCt* 



Covorad undar Major Ned leal 
Covered under Major Nodical 
Covorad under Ms jar hsdicsl 



Paid at KB of UCt* 

Mandatory Second Surgical Opinio 
rsojlrad on certain procedures. 
Surgeon will not be paid if 
rsojJl reason t not sat le fled (s«a 
booklot for 11 at of procaduras). 

Paid in fuK if within 72- 
houre of edaieelon 

Paid at KB of UCt* 

Paid at KB of UCt* 

Peld et KB «f UCt* 

Paid at t~~» of UCt* 

Peld at KB of UCt* 



Paid in full oftsr $23 copeyaent 
(50* copeyaent for elr aabulance). 



Paid in Full KB of UCt* 



Paid et KB of UCt* 



Paid in FuU-Partic. Provider only 
Psid in FuU-Partic. Provider only 

Paid In FuU-Partic. Provider only 

-One every 2 yeers paid in full, 
fraaea A lanaee 0£ contact lenses- 
once every 24 aonth period up to 
$140. Pertic. Provider only 

Not covered 



Paid in Full KB of UCt* 

Not covered escept for routine 
infant nursery cars t*Mls oothsr 
is hospltslixsd 

Not covorsd 

Not covsrsd 



Not covsrsd 



Psid st KB of UCt* 
Not covorsd 



Not covorsd 
Not covorsd 



Psid st KB of UCt* 



Hearing ecrsenlng paid In full. 
Participating Provider only. 



No benefit 



KB to e aa&iaua of $400 
during 3 consecutive yeere. 

Caployee/spouee onlyt 50S of actual 
expeneeo to $Z50 lifetiaa Mil 



KB to a eexleua of $400 
during 3 consecutive years. 



T> > 

Q> no 
LQ no 

n> m 



Caployae/epouea oalyi SOS of ectaal 



aua. sKpsnsss to $230 lifetiaa oaxiaaa. 



•Slue Croee detereinee UC8 (uaual, cuatoaary A raeeonabla) 
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flaXIC SCHOOLS 



CQUMTT MED I CM 



hbspiial 



OOJf HEALTH COOPCRATIVC 

or meet soj*> 



1MB 4 ImN 

tntanaiva Cara 
Ancillary Charnaa 
Outpatlant Accidant 



Saal-prlvata I $200/a«y fw >45 
daya par yaar. balanoa up U 12 10 
cvvtrti undar Majar nodical. 

Wl-prlvtta plua add'l $20Q/4ar 

Paid lA fyll 

Paid lii full If traatad within 72 
dour* far 40 aaya, balanca undar 
Kajor HMjical 



At CMC ar OC daaignatad facility* 
Provldad 1a full including prlvato raaa 
whwn *raacrlbad by CMC phyalclan. 

Prawldad In full 

Provldad In full 

fmlM In full. (Caaraanry cara at nan- 
OC dHiMUd facility la aubjact U $10 
daductlbla.) 



Zmtyncr tllnaaa 



Ourabla Madlcal 
(ojlpaant 



A^ropaychlatrlc 



Paid In full 



In^rf 0utoatl«nt CoaMrwrfi Paid In 
full U MOO far rh.0., aantal 

haalth canUr and outsail ant aUU 
iUU aantal hoapltal. 



Provldad In full (Caarfancy cara at non- 
CMC daaignatad facility la aublact ta $100 
daductlbla.) $25.00 copaynant/ vlalt far 
uaa or aaargancj raaa at BC ar CMC daaig- 
natad facility. 

Oataay auppllaa, taaaarary ar thapa iic 
appllanoaa far up ta 4 wan thai aavoan and 
**«/gan aojjlaaant uhan ardarad ay CMC ahyai- 
clant othar durabla aadlcal aoulpaant nat 
covarad. Praathatlc davicaa aravlaod in 
full whan autharlsad * 11 a tad aa covarad In 
CMC Proa tha tie Oawlca familary. 

Inpatlant - Hat covarad. 
Outpatlant - 10 call* In full* navt 10 
50/50. Aftar taUl af vlalU par 
calandar yaar, anrallaa paye ail chargaa. 



Alcona 11 aatoug i 
traataant 



Paid at tOK ta $5,000 aaxlaun in any 
14 canaacutlva aonth parlad* lifatlaa 
aatlaua af $10,000. ApaUcabU to 
aloohollaa traataant anlyi no 4njq 
ateaa traataant covarad. 



Paid to $5,000 in any 24 conaaou- 
tlva aonth aarladt UfaUaa 
aaalaua af $10,000. 



Chiropractic Sarvica 



Proscription Druga 



Cauntad in tha 35 call a/roar. 
4alaburaaaant <wt ta oacaad tha 
Mount i*Mch would hava baan paid 
to a participating phyalclan. 

$).00 daductlbla par proscription 
or raflll. 



Sana aa Podiatry, axcapt aarvlcaa of 
daaignatad arovldara auat aa uaad whan 
aval labia In tha OC aarvlca 



Inpatlant - Provldad In full, 
rjutpatlant - aoat druoa ara covarad In full 
whan praacrlbad by a DC phyalclan and 
obUlnwd at a CMC pharmacy. 
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aTA-aUJC C40SS 

ttAlTHftUS 



VASHIMCTOM CDUCAUOM ASS0C1ATI<M PLANS 

atA-aUJC CMBS 
PPXfOPCO PWIOCT ftA* 



MCA-4XUC atoss 
lUfimWKi PLAW 



rraadaiaalan navlaw, ft 
nia/har phyaician i 
>ct tha Plan U dat< 



Paid In full-Partlc. Pravidar only f*i4 i* ^11 4CS af 



Enroll aa auat AJJ haaplUl adaiaaiarw auat ba 

ft ur haapltal autharUad by tlwa Craaa. If an 

contact tha Plan ta dataralna If an aaa i fan ti adalaalan, tlua Craaa 

Inpatlant adaiaalan la nacaaaary. auat ba nat If lad within ♦! haura 

If nat raa^aatad, a $100 haaplUl af adaiaalan. $100 aapaytamt will 

Inpatlant papayaaM panalty will ba ba a — —a d prlar U banant 

lapaaad. aayawnL far nan oaapllanoa« 

•OK #f avaraoa aanl-prlvata rata 
far 545 daya/yaar. 



>ald In full-ParUc. Prawldar anly Paid In full lOK cT wtt* 
Paid U full-ParUc. Prawldar anly Paid In fuJi 40X af 
Swraary aaid in fullf aaarooncy Paid in full 4tX af UCt« 



$25 daductlbla par vlalt| 
faid in full if hoapltallxad. 



paid to full af tor 
$25 capayaant7-aj-wd If adaittad 
to haaplUl >-ParU.ipatlng 



Prawidar anly* 



ParUciaaUno Phyalclan anly -pa Id 
U\ fullt aaa.^nancy raaa aaid in 
full aftar $25 capayaan^ (walvad 
if adaittad U 



Prld at 001 af UOr* 

Paid 4t OOK af UOr* 

$25 daductlbla par vlaitc traat- 
aant auat baain within 50 daya* 
Paid in full If naapttalltad. 
Car tain alactiwa pca c ad ur aa auat 
ba parfaraad an autpaUant baaia. 
Aparawal far inpatlant auat ba 
obtainad ar auroaan banaflto "ill 
nat ba providad. 

$25 daductlbla par vlalt t 
Paid In full if hoapitolUad. 



fat aurc^aaa ar rantol aa 
autharlcad by HaalthPtoa, i 
paya 204 af oharowa far ao>ilpaant 
praacrlbad by HaalthPlua phyal- 
clan. 



Paid in full «B of UOr* 



Paid, at 4CS of XA« 



haabar aaya 201 af charpaa, 
includinf arafaaaianai vlalta, to 
a aaftlaua af 90 daya par calandar 
aar and 1004 tharaaftor. 
attlclpatlnf Pravidar anly. 

faid in full up to $5,000 aaaiaua 
in any 24 oanaaowtiva aonth 

Krladt Ufotim aaUaua $20,000 
taxlfleotlan traatoant far 
tlcohaliaa ar druf abuaa cavart C 
aaaa aa any attar condltlan. 
Partlelpatinf Pravidar anly. 

MS af charpaa* including X-raya, 
to $250 aa&laua par calandar yaar. 
Naabar aaya 1004 tharaaftor. 
Participating Pravidar only. 

$5 cap* /want par 54-day or 100 
doaaa* Oral contracaptlvaa 
llaitod to 90-day supply* 
rraacrlptlan auat ba froa a 
HaalthPlua phyalclan and diapanaad 
at a partlclpatinQ pharaacy. 



Inpatlant - aaaa •* any othar but 
paid at tOS of UOr* 

Outpatlant - conatant 504 to 50 
vlalta/calandar yaar 

«iait«d to traataant in a hoapltal 
ar alcahal traataant facility to 
$5*000 during any 24 conaaeutlva 
•an th parled far traataant af 
alcahal dacandancy, ta $20,000 
lifatlaa aaxiaua. 

Paid at 40S up to $1,250 in 
chargaa par calandar yaar. 



Covarad In full aftan $5 
copavaant for non-ganarlc druga^ 
ar $3 capa y aant for oanarle druga 
whwn diapanaad by a ilua Croaa 
participating pharaacy. 



Inpatlant - aaaa aa any othar 

condition. 
Outpatlant - 504 to annual aaxiaua 
o' 50 calla 

Llaitad to traataant In a hoapltal 
or alcohol traataant facility ta 
$5,000 during any 24 aanaacutlva 
aonth parlod for traataant af 
alcohol dapandancy« ta $20,000 
lifatlaa aaxlav-s. 



Paid at 403 up to $1,250 In 
chatgaa p*r calandar yaar. 



Covarad In full aftar i $5 copav- 
aant for non-ganarlc druga, ar $9 
coparaant for oanarle druga whan 
diapanaad by a Olwa Croaa par- 
ticipating pharaacy. 



•tlua Croaa datarainaa UC* (uaual* cuatoaary 4 raaaonaala) 
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public schools 



COVCKASC 



Mom Hoalth C«rt 

Holies 

Major Nodical 
Nodical Daductibla 
«aa*->ration 



Sup Um 



COUNTY HCOICAl 



approvad nuraaa A 



130 viaita far ^ r 

tharapiata. 15,000 m 



4 aontha - $5,000 aaxlaua par yaor. 
$300,000} no Uiit an ImU Banafita 



full basic banafita ranaw automati- 
cally. Baaic banafita conaiat af 
doctor, hoapital, X-ray * lab and 
accidanta. 

KB to $2,500; 10CK tharaafUr. 



CROUP HEALTH COOPERATIVE 
OF PUCCT SOUND 

Providad in full for aarvicaa of haalth 
c^ra pmfasaionala authorirad. 

Providad in full 



N/A 
Nona 
N/A 



'ana ■pacifically notad. 



Not aoplicabla - aoat itaaa ara fully 
covarad. Bafar to banafit brochura for 
liaita. 



Pro-axiating Condition* 



No banafita paid for 4 aontha of tar 
cov ar aga baglna for any condition 
which axiatad within tha a aontha 
prior to affactiva data covarapv. 
Malting pariod waivad during w+. 
anrollaant in Saptaabar and Oetobar 
aach yaar. 



Covarad in Full 



Mota i 
Grout 



roup Haalth Cooparativa of Pugat Sound ia 
a non-profit haalth aaintananca organiza- 
tion providing haalth eara an a pra- 
oayaant baaia. Aa a diract aarvica 
prog ran, tha Cooparativa ia dad' a tad to 
bringing ita aubacribara and dapandanta 
quality aadical and hoapital cara, 
including pravantiva aadical aarvicaa. 



SUHHARY Of RATES 



COUNTY HEDICAl 



CROUP HEALTH COOPERATIVE 
OT rV~H SOUND 



EapJoyaa $ 11.20 

Eaployoa ♦ Spouoa 174.40 

Eaployoa ♦ Spouaa ♦ 1 Child 21*. 70 

Eaployoa ♦ Spouaa ♦ 2+ Chi Id ran 263.00 

Eaployoa ♦ 1 Child 131.50 

Eaployoa ♦ 2* Chi Id ran 174.40 



$ 13.91 
171.12 
219.57 
247.32 
133.64 
161.41 



Studanta aga 19-23 aach $43.30. Ovar aga 20, adult rata a*pliaa. 



NOTEi 

Thia ia our coapariaon of rataa and banafita. Tha actual lnauranca coapany aatarial will contain tha contractual 
poaviciona and auparaadaa anything containad harsin. Tha rataa ouotaa ara baaad upon tha inforaation furniahad. 
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MEA-6LUC CK0SS 
HEALTHPLUS 



WASHINGTON EDUCATION ASSOCIATION PLANS 

NEA-^JJC CROSS 
PREFERRED PROVIDER PLAN 



Paid in ful)-Partlc. Providar only 
Paid in FulJ-Partlc. Providar only Individual 



Paid in full following 
hospitalization. 



KEA-OLUE CROSS 
TRADITIONAL PLAN 

Paid in full folloaaiag 
hoapiUlization. 

Individual c* 



N/A 
N/A 
N/A 



$1,000,000 
Nona 

N/A 



$1,000,000 
Nona 

N/A 



N/A 



N/A 



fttTtrrri Hon^rafarrad 
Plan pays Plan para SB of 
1005 axcapt firat $5,000 in 
aa apacifiad chargaai 1002 
tha raa Tear. 



60S of tha firat $2,000 of covarad 
chargaa aach calandar yaan 
lOtB tharaafUr. 



N/A 



tCA-OLL 1 " 
HEALT-iUS 



MEA-6LUE CROSS 
PREFERRED PROVIDER PLAN 



atA^LUE CROSS 
TRADITIONAL PLAN 



S 84.79 
144.35 
257.17 
257.67 
152.47 
152.47 



$ 94.45 
168.65 
227.85 
227.85 
135.45 
135.45 



$113.40 
222.50 
246.50 
246.50 
159.60 
159.60 
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MENDOCINO 



LOUIS DELSOL superintendent of schools 



COUNTY 



2240 EAST SIDE ROAD ■ UKIAH, CALIFORNIA 95482 

1985 

AN INTRODUCTORY MESSAGE FROM 
LOUIS DELSOL, SUPERINTENDENT 
MENDOCINO COUNTY SCHOOLS 

Seven years ago the Mendocino Staywell health plan was put into 
place to provide health and hospitalization benefits to the 
170 employees and their dependents at the Mendocino County Schools 
Office. Since that time this original plan has been expanded 
to cover not only a larger county schools staff but also the 
800 plus employees of nine other school districts within Mendocino 
County. 

This desire of others to be covered by the plan is, we believe, 
a sign of its success. And there is other evidence to indicate 
that the plan has yielded substantial benefits to those of us 
who pioneered Staywell . Those benefits have been both financial 
and attitudinal. Our office simply has more money available 
to it from interest earned on the way we handle health plan 
money. In addition, we feel there is evidence to show that 
Staywell has made enough of our employees "careful cost-incurrer, 11 
to keep our premiums lower thavi comparable coverages of other 
plans in other public agencies in California. 

Also, there is a growing awareness of the wellness living, of 
incorporating fitness routines and improved diets in the life- 
styles of our employees. We attribute much of this attitudinai 
change to the incentive in the plan and to the health literature 
which is now an integral part of Staywell . 

Perhaps the most far reaching effect to come out of our experience 
with the adaptable plan has been our other efforts at cost con- 
tainment. Staywell now brings work forces from several school 
agencies together. Administrators, teachers aad clerical persons 
all sit qowh to make health plan decisions together. This group 
is currently working on ways to make preferred providers and 
pre-hospitalization reviews integral parts of our plan. These 
efforts are succeeding. 

In sum, Staywell has benefits in and of itself. But it gainj 
real power as the cornerstone of a comprehensive effort that 
includes health education and cost containment efforts such 
as preferred providerships and pre-hospitalization review. And 
we feel there are still other ways to keep the cost cf health 
care in check and we 1 re determined to find them, develop them, 
and make them a part of our overall health plan effort. 



LGD:mlh 
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Employes Who Stay Healthy Save 
Money With This Self-Insurance Plan 



BY LOUIS DELSOL 



As 



LS BOSTONIANS expect a parade 
on St. Patrick's Day, and New Orlean- 
• lans prepare for revelry during Mardi 
«Gras, we Californians brace for passage 
of spending and funding lids on Election 
Day. So, as a result of Propositions 13 
and 4, Mendocino County (California) 
school officials have invented a way to 
save school dollars through a new ap- 
proach to health insurance coverage. 
And any school system can do it— with* 
out adding a single staff member or 
spending one additional dollar. 

Our self-insurance plan with its 
unique "stay well*' incentive contains re- 
markable advantages for the school sys- 
tem, its employes, and the insurance 
company. 

How the plan works: Under the stan- 
dard health iriiurance co* erage that 
Mendocino County school* previously" 
purchased, we would havo had to pay 
$203,000 for full, cr ''first-do. lar," cov- 
erage for our 160 employes. That entire 
amount, of course, would have beer 
paid to an insurance compan/. Under 
our new plan, w v have budgeted ihe 
same $203,000 for health coverage, but 
we'll put $80,000 of that into a 'local 
health account," keeping it under our 
control. We will pay the remaining 
$123,000 to an insurance carrier (Blue 
Shield), contracting for a $500-deduc- 
tible group policy for major medical 
coverage. In other words, the schools 
will pay (from our local health account) 
the legitimate costs for the first $500 of 
an employe's yearly nedical expenses.. 
The insurance company will cove, any 
costs* in excess of that amount. So as not 
to be bogged down in paperwork, we've 
contracted with a local medical consult- 
ing agency to handle all claims, bill 
processing, and other administrative 
tasks. 

How the employe wins: The key to 
the plan is its "stay well" incentive, a 
feature that seldom is part of conven- 
tional group health plans. The schools 

Louts Othol is superintendent of schools in 
Mendoc»no County, U*»o s Co/if. 
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allocate SSOO annually for each employe 
(a total of $80,000 in our case); this is 
deposited in a local health account. If 
the employe does not spend the entire 
amount during one. year, the amount 
not used will be carried over to the fol- 
lowing year. Because he need u*e only 
$500 from his account in any one 
year— Blue Shield covers anything 
above that amount— the employe car- 
ries ahead any unused amounts from 
previous years. 

On leaving our employment, the em- 
ploye may take as "severance pay" any 
unspent amount that has accrued to his 
name in the local health account, or he 
may buy into the program after leaving 
his job. So: If someone works for the 
Mendoc.no schools for five years and 
maintains a perfect bill of health, on 
leaving the schools he'll receive $2,500. 
(We do not officially call this money 
severance pay because the health insur- 

- . - 1 

YOUR VERDICT, PLEASE ! 



Here's an article you may find con- 
troversial. Let us— and your tot 
Jea&ucs in school mana^. 
ment— k.iow whether you bve it or 
loathe it. Turn to the postage-paid 
card facing page 42, and give us your 
verdict. We ll publisi. »he results in a 
la'ter issue of The Execu ve Educator 



Its in a t 

ATOR I 



ance package is not legally considered 
•• salary. Of course, on leaving thr; 
schools and receiving the unspert health 
premiums, the employe is expected to 
report this income to the i.r.s.) 

We believe employes will be careful 
not to incur frivolous medical expenses 
(because they stand to benefit fro'^ un- 
spent funds). To allay criticism that the 
plan discourages sound practices .'pre- 
ventive medicine, we provide each em- 
ploye with a booklet prepared by Blue 
Shield, which describes conditions un- 
der which people ought to seek medical 
cat*. 

How the employer benefits: First, the 
employer gains the interest earned on 
the funds deposited annually in the local 
health account. And because we're as- 
suming that all employe* will not spend 
the entire S500 deposited in their names, 
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we'll realize additional interest over the 
years from the unspent accumulations. 
This interest money will help us realize 
our major goal or the plan: to "reuse" 
collars budgeted for health insurance so 
that money becomes available for edu- 
cational programs and services. (We 
stand to earn from $500,000 to $750,000 
over the next decade.) 

An indirect savings will come from 
the "sheltering" feature made possible 
by the local health account. In our new 
plan, only the $123,000 thaf we pay to 
Blue Shield, which amounts to about 60 
percent of our local health insurance bill, 
will be subject to inflation. Had we con- 
tinued our old policy, the full $203,000 
would have been affected. Our local 
health account, then, will shelter ap- 
proximately 40 percent of our health in- 
surance costs from inflation. Ar.d at the 
double-digit inflation rates currently be- 
ing passed on to consume by jaith in- 
surance carrier,, that s^ ^s ca«; be 
substantial. 

How the insurance carrier benefits: 
According to people who watch the in- 
dustry, one of the main fears in the in- 
sv mce business today is that it is goini; 
to price itself right out of the market, al- 
lowing the government to come in as the 
only health insurei. The self-insuranc*. 
feature make*: private insurance pro- 
grams more, ffordable. 

To the best of our knowledge, Men- 
docino County schools are the first in 
California to devise a selt- ^surance pol- 
icy for its employes. One important tip 
for some schools: While talks were un- 
der way with Blue Shield, our central 
office kept employe representatives ap- 
prised of progress; other school systems 
that might want to consider similar self- 
insurance plans probably will have tc 
negotiate with their teacher union be- 
cause 1 ealth insurance usually is a nego- 
tiable frngc benefit. 

Any size school system ought to be 
able to adopt a health insurance plan 
like ours in Mendocino County. For 
more Jetails, write to me at 539 Low 
Gap Road, Ukiah, Calif. 95482. Also, 
the Croup Sales Division of Blue Shield 
in San Francisco can provide further 
information. ■ 

THE £XCCUTIVC fDUCATOfc 
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Here's Your Verdict 
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Readers Applaud Superintendent's 
Stay-well Health Insurance Plan 



cost-conscious school executives (and 
what self-respecting administrator 
Isn't cost -conscious, these days?) over- 
whelmingly approve of a stay-well 
health insurance plan now being used 
in Mendocino County (California) 
schools.- (Superintendent Louis Delsol 
wrote about the plan in our February 
issue.) 

Under the Mendocino medical in- 
surance program, the amount of 
money paid to the school system's in- 
surance carrier was slashed and the 
savings placed in a local account 
that pays the first S500 of any em- 
ploye's legitimate medical costs. The 
schcol system then earns interett on 
the unspent balance* and employes 
who don't use their annual 5500 illot- 
met receive the accumulated money 
as a bonus when they leave the school 
system. Delsol says the cash bonus 
acts as an incentive for employes- to 
stay healthy. 

.Ninety-three percent of readers re- 
sponding to our call for "Your Verdict, 
Please" thought Delsol's stay-well in- 
surance plan was a healthy idea for ail* 
ing school budgets. This comment 
from a superintendent in California is 
typical: "With < dollar cuts we face 
in California schools, this is a good 
way to reduce expenditures and make 
a few bucks at the same time. Also, it 
appears to be a way of recognizing 
those staff members who don't 'take 
advantage" of their fringe benefits." 

Most school people who endorsed 
the Mendocino County plan cited fi- 
nancial advantages. "School* have 
^been paying for insurance 0 f all kinds 
|^ for far too long," says a Washington 



superintendent. "I'm for any innova- 
tion that allows schools to spend a 
grea^r portion of the budget on stu- 
dents." An Iowa reader agrees: "It's 
one way to break the cycle of con- 
stantly increasing medical insurance 
costs. And we should take advantage 
of any break we can find." From an- 
other reader: 'The stay-well plan 
seems an excellent //ay to reapportion 
insurance dollars. In fact, I'd be in 
favor of examining a plan that allows 
a district to be totally self-insured." 
And from a former teacher: "I agree 
with the concept from the employe 
viewpoint. Personally, I would have 
liked receiving a lump-sum severance 
l>onus.' As it turned out, I taught for 
ten year* and never once used Blue 
Cross/Blue Shield or any c.her insur- 
ance. True, I was healthy: but I sure 
could have used the cash for other 
things when I changed jobs." 

Besides financial considerations, 
readers also noted other pluses of the 
stay-well plan. "It should reduce abuse 
of sick leave," says a Utah reade*. 
"Perhaps school people will learn to be 
more responsible for th*»r own 
health," says an administrate* in In- 
diana, who adds: "Industry already is 
beginning to pick up on this, maybe 
such an incentive is just the prod we 
need." From a Michigan administra- 
tor: "It sounds like a great way to help 
improve employe morale. One might 
even consider paying for sick days not 
taken at the end of the v«f 

One superintendent in Nebraska de- 
scribed a similar insurance plan his 
own school system devised: 'The 
major dif fere, ices," he says, "are U) 



that accumulated savings in the local 
insurance account are used to improve 
benefits, and (2) that an insurance con- 
sultant handles the paperwork and 
periodically puts the major medical 
coverage out for bids to realize the 
best deal possible." • 

Opponents of the stay-well plan 
most often cited the possible adverse 
effects the plan could have on em- 
ployes' health. "Frivolous medical ex- 
penses—is there s^ch a thing?" asks 
one reader. A California administrator 
cautions: "Such a program will stop 
the use of preventive medicine because 
employes will hold back from proper 
care just to build a 'nest egg.' " Says a 
Kansas reader: "It's unfair to tempt 
employes into staying home and doc- 
taring themselves just to save a part of 
their $500." 

Other leaders questioned the sav- 
ings potential of 'he Mendocino plan 
because of the ex':a record keeping in- 
volved. Another complaint: "It is ir- 
responsible to take a program cover- 
ing only 160 employes and project sav- 
ings for large districts. Increasing in- 
surance costs— and increased record- 
keeping costs- undoubtedly will be 
higher than anticipated. Show u.a the 
results in three years." 

Finally, this prediction from an Il- 
linois superintendent: "I like the con- 
cept, but I see a bug: How long will 
you be able to keep the interest on 
those investments? I suspect the 
teacher union already is placing de- 
signs on the interest money to be given 
to those teachers who leave. 'After all,' 
they'll say, 'it's our money you're in- 
vesting.' " ■ 
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How the savings would* result: 

From the Local Health Account , savings would derive from 

1. INTEREST earned on the account held locally; -and 

2. UNSPENT amounts within this account. We are assuming that all 
employees will not spend the entire $500 held in their names. 
Thus any amount less than the budgeted $80 , 000 remaining in the 
account at the end of the year will be, in effect, "savings," 

' and will be carried over co the following year. 

Frcn tha $500 Major Medical Policy , indirect savings would derive as follows: 
The cost of coverage will most probably increase over the next several 
years because of inflation. In our new plan $123,000 will be affected 
by inflationary increases. However, if we had maintained our original 
standard full coverage policy, $203,000 would have been subject .o in- 
crease. So, by alloting a portion o« the original cost amount to a 
locally administered account - an amount that will be held constant at 
$500 per employee - we will have sheltered that amount from inflation 
and will, in fact, reduce the cost of future full health insurance 
coverage* 

How the Local Health Account is maintained 

Each year $500 per employee will be budgeted to this account and will 
be held in the name of eajh employee* The employee may have that money 
used to pay legitimate* claims for his health costs. Any costs above 
$500 (up to one million) will be paid by the ir . urance company providing 
the Major Medical policy. y . 

The employee may or may not use up his entire $S00 amount.' If he does not, 
the amount remaining in his account at the end of the year will be carried 
over to the following year, still held in his name. Th:s means that, if 
he has $300 remaining, the following year he will have $300 ; n the account 
in his name, $500 of which he can use ror medical expense. Since he can 
use only $500, he will always carry ahead the original or any previous 
year savings. If he uses less than the $500 in the second year, he will 
carry forward that savings also. A third $500 is then budgeted the third 
year and so it goes as long as he remains an employee. 

* Allowable expenses will be determined by the local Medical Foundation which 
administers claims under policies of ail major carriers. The same benefits 
will be allowable under the locally administered 5500 first dollar coverage 
as are currently allowed under the $500 deductible policy of the insurance 
carrier. 

4 6 
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^ The Mendocino County Superintendent of Schools 
MENDOCINO COUNTY SCHOOLS HEALTH PLAN 
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INTRODUCTION 

rfte following plan wilt work best if the employee group is fully covered 
(i.e. j "firsz do I lax /: coverage ) . 

The main intent of the plan is to reuse budgeted health insurance dollars 
so that money becomes available for program purposes. This is zo be 
accomplished -jjithout loss of medical coverage to the employee. To achieve 
these endsy this pleat is set up to 

1) create a partially self-insured program to provide medical 
coverage for employees and dependents; 

2) keep a portion of the money previously paid out as premiums 
"av home ,? earning interest for the home agency or corporazion; 

Z) introduce a "szay-well n incentive factor that will encourage 
employees to use as I'ttle of the "at home " portion as possible; 

4) shelter a portion of currenz and future costs of health and 
medical insurance from inflation; 

5) and by these means^ contain the rising costs of the Counzy 
Schools Office of health-medical insurance. 

MAO FEATURES CF THE PLAN 

Under the standard plan for full medical and health insurance coverage that 
we have purchased in the past:, we would have budgeted for this current, year 



$ 203,000 | —> to insurance company 



all of which goes to the insurance company. 

Under the new Mendocino Health Plan we will budger 



$30,000 



$123,000 l-> 



to insurance company 
to provide $500 
Deductible iroup 
Major Medical Coverage 



to local health account 4- 
for use for first $500 
of employee medical ex- 
penses. It is administered 
by our office on presenta- 
tion of allowable claims 
by employees and eligible 
dependents $S 03 , 000 

Each year, our office would 

set aside $500 per employee in the Local Mealth Account; and 
2* "secure a $500 Deductible Group Major Medical policy to cover 

employee health expe ises after the first $500. 
The cost to the office of both plans this first year is the same. But after 
che first: year, we anticipate that a ccmpoundir.g of savings will result 
which may amount, in our case, to one-half million dollars over the next ■ 
ten years. 
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The Stay - Well feature is this: 

At the time the employee leaves che office , he may 

1) take as " severance " pay. any unspent amounts that have accrued to 
his name in the Local Health Account, or 

2) have those remaining funds purchase continuing health insurance 
to the extant that his "savings" can cover the cost. 

We believe that the employee knowing that he stands to benefit personally 
from any unspent allowances , will use more discretion in incurring future 
medical expenses. He may even chcose to pay some medical costs himself, 
electing to gain income tax benefits instead of depleting the funds set 
aside in his name. 

Import art conditions: 

At no point: is the "savings" considered salary since it is un- 
related to the work he does; 

At no point is the "savings" or the $500 set-aside affected by 

retirement or pension plans since the amounts are unrelated to his 
salary. 

The money in the Vpcal Health Account does not "belong" to the 

employee at any time during his employment. Therefore 

a) he gets no Latere t cn it (he only benefits from "savings" 
from the $500 yearl/ allotment budge tad in his name) 

b) he cannot borrow or or withdraw any part: of the funds held 
in his name during his term of employment 

He can not realize any "savings" until after he has been in the 

plan for a full year, *ior can he benefit from any current $500 
allotment during the year in which he ceases to be an eaiploye^ 
of the Mencocir.o County Schools Office. He can only benefit frcm 
unspent amounts for previous full years of employment. 
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HENDOCIHO COUNTY SCHOOLS 
FINANCIAL REPORT 
HEALTH INSURANCE SIDE ACCOUNT 
Junt 30, 1986 



EMPLOYEE TOTALS 
1979*1985 
PRIOR YEAR 

Prior Yaar Ba lanes forward 
Ad]. Tarm. Emp. Trans, to 01st < 
Rsfunds to Tarmlnatad Emp. 
Prior Yaar CUlu 



1985*86 
vVMBWT ffi&B 



Ewploysr Cost 
Claims Procassad 
Employs* Rs funds 



Employ tt Cumulative Total 



$173,824.12 
(9,258.05) 
(15,795.44) 
(7,172.69) 



$120,051 .99 
(85,021 .19) 
(117.01) 



$141,597.94 



$34,913 .79 



$176,511 .73 



DISTRICT TOTALS 

Intarast Balance Forward 
Earntd 85-86 



Admin. Cost Balancs Forward 
Expanses 85 -ft 6 

Unvastad Smp. Trans, to Dlst. 



TOTAL "JND BALANCE 



$68,672.45 
12. $46 .98 



$23,599.47 
29,648.47 



$81,319.43 



($53,247.94) 
9,258.05 



$37,329.54 
$213 ,841 .27 



TOTAL EMPLOYEE REFUNDS TO DATE $40,755.23 
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